Review of Operations
Business park projects
Vision Shenzhen Business Park (“VSBP”)

The VSBP site, with an area of 33.8 hectares, is situated
within the Shenzhen High-tech Industrial Park. It is
strategically located near a planned subway station and
adjacent to the Shenzhen end of the Western Corridor, a
cross-sea bridge connecting Hong Kong with Shenzhen.
Expected to be operational by the end of 2006, this bridge
will substantially cut traveling time between the two cities
and encourage further economic integration between Hong
Kong and the Pearl River Delta region.

Completed in 2001, phase 1 of VSBP comprises two
5-storey buildings, with a combined gross floor area of
23,500 sm. Despite strong competition, phase 1 of VSBP
achieved an occupancy rate of 93% as at 30 September
2005, with 32 tenants of multinational corporations and
local high-tech companies in operation. To sustain this
robust performance and stay ahead of the market place,
we provide a consistent and high quality of international
standard of value-added services to all our tenants, in
addition to a conducive physical space. This has
differentiated VSBP from its numerous competitors within
the Shenzhen High-tech Industrial Park and throughout
Shenzhen. Accordingly, VSBP has become a location of
choice and is synonymous with a quality work environment.

After a long delay, the construction of the first part of
phase 2 of VSBP started in March 2005. The first part will
consist of 2 blocks of business park space and an amenity
center, with a total gross floor area of about 45,500 sm.
Expected to be completed and ready to receive its first
tenant in early 2006, the space will be suitable for users
engaged in the technology, IT-related business and
research/development activities. Already, initial marketing
to secure tenants for this space has commenced. The
introduction of the amenity center is expected to be an
added attraction since it will widen the range of services
that can be rendered to the people working within the
business park.
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During the review period, the Group started the process
to obtain the requisite approvals to commence the
development of the second part of phase 2, which will
have a total gross floor area of some 75,500 sm. It is
hoped that construction of this part can start by early
2006 after all approvals are in place.

The last undeveloped site under phase 3 has an area of
25 hectares. The submission process to obtain full approval
for the master plan for this phase started in August 2005.
When fully developed, this phase will create over 400,000
sm of gross floor area and become a landmark project in
Shenzhen.

The Group is committed to fully develop this phase 3 site
and hopes to secure the necessary approvals in due course
and to persuade the Shenzhen authorities to extend the
construction deadline to beyond 31 December 2005.

Vision International Centre, Beijing

This joint venture project with Tsinghua Science Park Co.,
Ltd, a subsidiary of the prestigious Tsinghua University in
Beijing, is a 13-storey high quality and state-of-the-art
business park facility located within the Tsinghua Science
Park in Zhongguancun, Haidian district, Beijing. Completed
in September 2004, this facility yields a gross floor area
of about 33,000 sm of fully wired-up space, suitable to
multi-national corporations and domestic companies
engaged in technology and IT-related business; research-
based activities in biomedical and pharmaceutical; and
education related to technology, multi-media and
animation.

Strategically located in the Zhongguancun - often referred
to as China’s Silicon Valley - the building has received
much acclaim since its completion and is today a landmark
within its surroundings. As at 30 September 2005, 96%
of the building was already occupied by or committed to
a list of high profile tenants such as SOHU.com, Juniper
Networks and Sun Microsystems. The small retail
component boasts of several food and beverage outlets,
including Starbucks.
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In 2004, the development company of Vision International
Centre granted options to buy six floors (with a total
gross floor area of about 15,500 sm) and a certain number
of car parking space to SOHU.com at a total consideration
of between RMB244 million to RMB253 million
(approximately HK$230.2 million to HK$238.7 million)
calculated according to the terms of the options as set
out in the agreement entered into on 12 September 2004.
Such options can be exercised by SOHU.com by 31
December 2006.

Completed residential projects in China

The Group’s two high-rise residential projects in China,
namely, Scenic Place (phase 1) in Beijing and The Ninth
ZhongShan in Dalian were completed in 2004.

Located in the Xuanwu district, Beijing between the West
Second Ring Road and West Third Ring Road, Scenic Place
(phase 1) consists of three blocks of 788 apartments, of
which 783 apartments had been sold as at 30 September
2005. The remaining five units were temporarily used to
house recreational and convenience facilities for owners
and occupants.

The plan to develop the remaining site under phase 2 of
Scenic Place had to be halted when a principal requirement
could not be fulfilled by the stipulated deadline of 31
August 2004 pursuant to new regulations promulgated
by the Beijing Land Bureau in April 2004. In accordance
with the terms and conditions of the agreements entered
into in 1998 relating to the acquisition of the site, the
Group had paid substantial advance payments relating to
this site. To protect its position, the Group commenced
the due legal process during the period under review to
claim for the refund of the said advance payments.
Concurrently, the Group actively explored all feasible
options to reach an optimal outcome from this situation.
As at the date of this report, there were encouraging
signs that a breakthrough leading to an amicable
settlement could be reached.
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The Ninth ZhongShan in Dalian consists of two towers,
one 30-storey and the other 32-storey. Located in the
core of Dalian’s central business district, this development
offers panoramic views of the city and its coastline. In
response to the strong market demand for smaller 1-
bedroom apartments, some reconfiguration of the floor
area of certain floors was undertaken during the second
quarter of 2005 to create more such apartments. This
exercise raised the number of available apartments from
432 to 439. As at 30 September 2005, 216 apartments,
representing 49% of the total, had been sold.

Bearing the brunt of the government measures introduced
in about April and May 2005 to dampen rampant
speculation and soaring housing prices, the rate of sale of
apartments had slowed since May 2005. However, the
Group believes that the underlying demand for good
quality well-located housing remains fundamentally strong
and that buying sentiments could return quite quickly.

Completed apartments in Hong Kong

The strong growth of the Hong Kong economy in 2004
continued into the first nine months of 2005 and the
Group sold five apartments at Elite Court in Sai Ying Pun
at higher than expected prices. As at 30 September 2005,
the Group held only one apartment in Elite Court.
Meanwhile, the Group continued to hold the 133 car
parking spaces at the Greenery Place in Yuen Long, having
failed to secure any offer in a public tender conducted in
March 2005.
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Prospects

Following the completion of the divestment of the non-
performing and non-core assets in 2004, the Group has
become predominantly focused in property development,
investment and management activities in China during the
review period. The Group will continue to pursue
improvements in operational efficiencies, stringent cost
management and optimal allocation of capital and
resources. The foremost priority is to extract higher returns
from existing portfolio of assets and those which are under
construction or may be acquired in the future. The Group's
strategy to increase investments in China is based on the
belief that the country is well positioned to continue to
grow and that the long term outlook for the real estate
sector remains fundamentally positive, with strong
underlying demand across all segments. The Group will
explore business opportunities in coastal and inland cities
with the potential to meet the Group’s risk-adjusted return
expectations.

The Group expects the operating results for the current
financial year to remain profitable, barring unforeseen
circumstances.
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